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VIRGINIA WAR ECONOMY AND BUDGET SYSTEM 1 

LEROY HODGES 
Aide-de-Camp and Secretary to the Governor of Virginia. 

While the war-making power is reserved to the federal government by 
the Constitution of the United States, the strength of the nation in times 
of war as well as in times of peace is in proportion to the economic 
strength of the component states, and no greater. In any discussion of 
national war economy it is therefore eminently fitting that the war-time 
economy of the individual states should be considered. In this era of 
unprecedented nationalization and centralization of federal authority, the 
source of this vast power should not be overlooked. 

We are told that the three factors which will win this war are money, 
men and food. The money which we are now spending in unlimited sums 
must be secured in the several states ; our magnificent army of 5,000,000 
men must be recruited in the states ; and the food required to maintain our- 
selves and our Allies must be produced in the states. Having, under the 
stress of war, forged "the nation whole and complete," it is pertinent that 
we inquire just what the individual states have done to increase local admin- 
istrative efficiency and place their economic assets on a war basis. 

In Virginia sweeping administrative reforms have been undertaken in 
the state government in order to place public affairs on a basis of efficiency 
and economy to meet the demands of the war. A state council of defense, 
with very broad powers conferred by an act of the general assembly, has 
been appointed by the governor and placed in entire charge of all war 
activities in the state. All other state and local defense bodies are made 
subordinate to the Virginia Council of Defense, which, by law, is charged 
with the work of "co-ordinating the material, intellectual and moral forces 
of the commonwealth in the patriotic work of aiding the nation in its war 
for humanity." A most comprehensive workmen's compensation law also 
has been passed which creates a full-time salaried industrial commission 
with extensive powers. One of the most elaborate systems for the preven- 
tion and control of tuberculosis in any of the states has also been estab- 
lished, for the support of which the general assembly has levied a special 
tax and made large direct appropriations. Provision has also been made 
for the elimination of commercialized vice in the camp communities of 
Virginia, and the control of venereal diseases in the neighborhood of the 
military and naval cantonments is being handled as a medical rather than 
as a legal problem. The chief feature in Virginia's program of war econ- 
omy, however, is the modern executive state budget law recently enacted 
by the legislature, which will establish complete co-ordination of revenues 
and expenditures and insure greater executive supervision and control of 
all state affairs. 
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After a careful study of ways and means to place the government of 
Virginia on an efficient "war" basis by the Virginia Commission on Econ- 
amy and Efficiency, the conclusion was reached that the one thing that 
more than anything else would place the state government on a more busi- 
ness-like basis and enable it to function more efficiently in meeting the 
demands of the war would be the introduction of a modern budget system. 
The commission accordingly drafted a budget law and embodied it in its 
report to the general assembly in January. With the approval and support 
of Governor Westmoreland Davis, who was inaugurated on February 1. 
this law was introduced as a bill in both houses of the assembly and 
promptly adopted. In the senate it received only two dissenting votes, and 
in the house not a single vote was cast against it. The act was approved 
by Governor Davis on February 19, 1918, and will take effect on June 21, 
1918. With the enactment of this law Virginia has cast off the shackles of 
the hopelessly unbusiness-like and inadequate method of handling its finan- 
cial affairs by the sixty-day legislative committee method, under which the 
same legislature that passed the new budget law made excess appropriations 
amounting to nearly a million dollars, unknown to any of its members. In 
fact, the general assembly of 1918 adjourned after adopting a general 
appropriation act authorizing expenditures during the 1918-1920 biennial 
period of more than a million and a quarter dollars in excess of the esti- 
mated revenues for the same period, which forced the governor to recall 
the assembly to reduce the appropriations within the revenues in order to 
avoid the deficit. 

Such a situation could not have arisen under the new budget system, for 
the law places ample safeguards over the treasury, and places definite 
responsibility on the governor, who is constituted "chief budget officer of 
the state," to frame an intelligent financial policy for the conduct of the 
state's business. The Virginia budget law requires that every two years all 
state agencies shall report their financial needs to the governor in itemized 
form before the first of November preceding the January meeting of the 
general assembly. These estimates must be filed with the governor in the 
form prescribed by him. For inclusion in the budget without revision by 
the governor, the auditor of public accounts is required to furnish him 
with an estimate of the financial needs of the general assembly, to be certi- 
fied and approved by the presiding officer of each house, for each year of 
the ensuing biennial period ; and a like estimate of the financial needs of the 
judiciary, as provided by law. These estimates from the auditor must be 
accompanied by a full and detailed explanation of all increases and 
decreases. At the time these estimates are filed with the governor, the 
auditor of public accounts is also required to furnish him with certain 
specified information regarding expenditures, revenues and cash balances, 
prepared in accordance with the budget classifications adopted by the 
executive. He must also file with the governor an itemized and complete 
financial balance sheet for the state at the close of the last preceding fiscal 
year, and such other statements as the governor shall request. 

In addition to the governor's constitutional authority to "require infor- 
mation in writing, under oath, from the officers of the executive depart- 
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ment and superintendents of state institutions upon any subject relating to 
the duties of their respective offices and institutions ; and to inspect at any 
time their official books, accounts and vouchers," the budget law gives him 
authority to call for and have furnished to him promptly any information 
he may desire in relation to the affairs of any state agency. The budget 
law further provides that every two years the governor must make a careful 
survey of all state departments and institutions in order to possess a work- 
ing knowledge upon which to base his recommendations to the general 
assembly. He is empowered to employ competent assistants in conducting 
these biennial surveys. 

When these data have been received, the governor is required to hold 
public hearings, during the month of November preceding the meeting of 
the legislature, on all estimates to be included in the budget. Within five 
days after the beginning of the session of the general assembly, the gov- 
ernor must submit his budget, accompanied by specified supplementary 
financial statements, together with a general survey of the state's financial 
and natural resources and a review of the general economic, industrial and 
commercial conditions of the commonwealth. 

Obviously, the Virginia budget law provides adequate facilities for the 
governor to acquire definite information for the preparation of an intelli- 
gent work program. He can indicate to the general assembly exactly how 
and for what purpose the money asked for will be spent. Moreover, he is 
required to show the general assembly just how and from what sources he 
expects to secure the revenues required to carry out his program. 

It is mandatory that the governor shall accompany his budget estimates 
with a tentative bill to be known as "The Budget Bill." Within five days 
after he has submitted the budget the law requires that the standing com- 
mittees of the house and the senate in charge of appropriation measures 
shall sit jointly in open sessions to consider the governor's estimates. This 
provision makes it possible for any department or individual to appeal from 
the governor's allowances and secure a hearing before the legislative com- 
mittees. The governor, or his representative, and the governor-elect, how- 
ever, have the right to sit at these hearings and be heard on all matters 
coming before the joint committee. The committee can check the govern- 
or's estimates, if it so desires, by causing the attendance of department 
heads and other state officials. 

The constitutional rights and functional prerogatives of the legislative 
department are not infringed under the Virginia law, for "The General 
Assembly may increase or decrease items in the budget bill, as it may deem 
to be in the interests of greater economy and efficiency in the public service, 
but neither house shall consider further or special appropriations, except in 
case of an emergency, which fact shall be clearly stated in the bill therefor, 
until the budget bill shall have been finally acted upon by both houses. All 
bills introduced in either house, carrying appropriations, shall be itemized in 
accordance with the classifications used in the budget." As will be seen, 
this provision forces an early consideration of the administration's work 
program, directs attention to the financial needs of the state and to the 
condition of the treasury; and checks the flood of local and "political" 
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appropriation measures until after the general assembly has had an oppor- 
tunity properly to consider and provide for the constructive and vital busi- 
ness of the state. 

Aside from the powers conferred on the governor under the budget law, 
his constitutional veto power is unaffected. The Virginia constitution pro- 
vides that "The governor shall have the power to veto any particular item 
or items of an appropriation bill, but the veto shall not affect the item or 
items to which he does not object." If the governor does not approve of a 
bill, or "If he approves the general purpose of any bill, but disapproves any 
part or parts thereof, he may return it." In the first case, a two-thirds 
vote, if the number of members present include a majority of the members 
elected to that house, is required to pass a bill over the governor's objec- 
tions, or to re-insert an item in the appropriation bill after it has been 
vetoed by the governor. In the second case, a majority of the members 
present can refuse to change a bill in accordance with the governor's recom- 
mendations, whereupon the bill can be acted upon by the governor as if it 
were before him for the first time — i. e., he can either approve or veto the 
bill as he may desire. 

A close study of the budget laws in the several states clearly reveals the 
many advantages of the system created by the Virginia law. Our law 
provides a simple, direct and business-like method of handling the public 
affairs of the state in a conservative and constructive manner. While we 
have under way a number of administrative reforms made necessary by 
the war, our budget law forms the keystone in Virginia's program for 
war economy. 



